This article aims to identify and analyse areas of use of report on the activities as a tool of corporate governance implemented by capital providers, members of supervisory boards, and other stakeholders. The contents presented in this article are based on studies of domestic and foreign literature and an analysis of the annual reports of public companies listed on the Warsaw Stock Exchange. This paper analyses the usage of report on the activities for three categories of users, i.e., capital providers, supervisory boards, and other stakeholders. The report on the activities is to help managers to account for their actions. For capital providers the report on the activities provides information on the use of the invested capital by the management board. In turn, for other stakeholders report on the activities provides information on, e.g., corporate social responsibility. Particularly important seems to be the use of the report on the activities by supervisory boards. Considering that in many companies, supervisory boards are involved in formulation of strategy of the company, the supervision over the report on the activities, which largely contains information which is a derivative of the strategy, takes on a new dimension. The exercise of supervision by supervisory boards over the report on the activities has two main levels. The first consists in checking the correctness of the data disclosed in the report on the activities, and the other in checking the assumptions concerning the future of the company formulated in the report. Considerations in this article concern the two-tier model of supervision applicable, among others, in Poland.
INTRODUCTION
Along with changes in economic realities also the tools which companies communicate with their environment are changing. In the case of publicly listed companies the key role is played by two communication tools of different character, i.e., the financial statements and the report on the activities. The financial statements contain financial information, in turn; the report on the activities next to financial information contains primarily J. Gad non-financial information. In addition, the report on the activities is of narrative character. These reports are interrelated -the information contained in the report on the activities is a translation of the information contained in the financial statements into the nonfinancial language. The status of the report on the activities in the modern system of reporting is increasing. Legislation on the report on the activities is now changing. There is now a separate Polish National Accounting Standard No. 9 Report on the activities. In 2010 an important international standard on the report on the activities was developed, i.e., IFRS Practice Statement. Management Commentary. A framework for presentation, IASB, 2010 . The standard presents the essence of contemporary report on the activities and its relationship with the financial statements.
More attention is also paid to the credibility of the report on the activities. Both the National Accounting Standard, No. 9, as well as Management Commentary suggest that the report on the activities should meet the same quality characteristics as the financial statements. A manifestation of legislative measures to strengthen the credibility of the report on the activities is the implementation of the provisions of the European Parliament and of the Council 2013/34 / EU of 26 June 2013 into the Polish Accounting Act. The amendment to the Polish Accounting Act of July 23, 2015 requires the auditors to:  indicate whether the information contained in the report on the activities includes the provisions of the Polish Accounting Act and is consistent with the information contained in the annual financial statements;  make a statement, whether in the light of their knowledge about the entity and its environment obtained during the audit any major distortions were found in report on the activities, and indicate what they consist in;  indicate whether the issuer which is obliged to make a statement on the use of corporate governance entered relevant information into this statement. This article aims to identify and analyse areas of the use of the report on the activities as a tool of corporate governance implemented by capital providers, members of supervisory boards, and other stakeholders. These three categories of the report on the activities users differ among others in terms of belonging to a category of priority users of the report on the activities and in terms of the scope of available information from the enterprise information system, including accounting information system 2 . The following issues concerning report on the activities were presented in the relevant literature: The contents of the report on the activities 3 , changes in national and international legislation for reporting non-financial information 4 , or placement of report on the activities in the annual report 5 . The analysis of report on the activities with regard to three categories of users, presented in this article, has not been comprehensively described in the literature.
The article was prepared on the basis of literature studies and analysis of the annual reports of companies listed on the Warsaw Stock Exchange. Considerations apply to the two-tier model of supervision. The economic and legal system in force in Poland is the reference point for the discussion within this article.
THE REPORT ON THE ACTIVITIES IN THE CONTEMPORARY MODEL OF REPORTING
The scope and name of the report on the activities are different in different jurisdictions. The report may be referred to as Management report, Management's discussion and analysis (MD & A), and Operating and financial review (OFR). In publicly listed companies it is, next to the financial statements, a component of the financial report. The report on the activities falls within the "other financial reporting" 6 . It should be noted, however, that the activity report is not a component of the financial statements, although the information presented therein, due to its descriptive nature, is similar to one of the components of the financial statements, i.e., the notes, but in no way does it replace it. The notes, which are integral, inseparable part of the financial statements, are a direct specification of the balance sheet, profit and loss account, cash flow statement and statement of changes in equity 7 . While analysing the relationship between the financial statements and the report on the activities it is worth mentioning the two dimensions of the report's usefulness. The first dimension is the usefulness of the report on the activities as a separate component of the company's reporting, and the other comes down to the fact that the information contained in the report on the activities enhances the usability of traditional financial reporting 8 .
As noted in the literature the financial statements do not reflect entirely the economic reality of the entity, which enables the management board to misrepresent or conceal the genuine financial situation of the entity 9 . In addition, as pointed out by D. Tweedie, for-72 J. Gad mer chairman of the International Accounting Standards Board (IASB), "accounting doesn't do things too well sometimes and that is why the narrative statement is going to be so important in addition to the raw facts" 10 . The report on the activities can to some extent eliminate the weaknesses of financial reporting. The report on the activities is particularly valuable for users who do not possess sufficient knowledge of finance and accounting and who alone can examine financial reports with some difficulty 11 . According to D. Tweedie the report on the activities is one of the most interesting parts of the annual report. It enables managers to add context to financial information published by companies and explain their future strategy and objectives 12 . What's more, plans and objectives set out in the report on the activities affect the measurement of items in the financial statements.
Due to the evolution of corporate reporting practice the report on the activities has become a central link between the financial statements and other non-financial reports (concerning, e.g., sustainable development) 13 . It should be emphasized that both the financial statements and the report on the activities should reflect the perspective of capital providers; while other non-financial reports widen the perspective of capital providers by the perspective of other stakeholders (Figure 1) . Fig. 1 . Relations between the financial statements, the report on the activities, and other nonfinancial reports Source: Author's own compilation. 
+ +
It is often noted that the report on the activity becomes particularly important in terms of disclosure on non-financial indicators e.g., sustainable development or environmental reporting 14 . Thus, it is suggested to extend the report on the activities with perspective of other stakeholders. In practice, there are two main approaches. Under the first approach, next to the report on the activities companies draw up optional non-financial reports which relate directly to the information contained in the report on the activities. According to the second approach companies enrich their report on the activities with additional categories of non-financial information which according to the Author causes confusion.
Presentation of the information in the report on the activities for the needs of a wide group of stakeholders is associated with an expanded concept of corporate governance, according to which corporate governance is a social responsibility born by managers of corporations and is a network of dependencies, not only between the managers of the company and its owners, but also between the company and stakeholders 15 . In the narrow sense of corporate governance the following phenomena are exposed; the separation of ownership from management and the resulting duality of the objectives of managers and shareholders 16 and the asymmetry of information between these entities. Both the financial statements and the report on activities are fundamental tools for mitigating information asymmetry accompanying capital markets. Capital providers and other stakeholders do not have access to "internal" information concerning company derived from e.g., management accounting. It should be noted at this point that, as observed by J. Solomon, in the case of institutional investors there may occur a phenomenon of direct corporate governance mechanism involving investors' communication with the management board during individual meetings 17 . There is no doubt, however, that in most cases the reports on the activities are important tools of corporate governance, making it possible to determine whether, and how managers increased (consumed) the capital entrusted by the owners.
Reports on the activities allow capital providers and other stakeholders to control activities of managers -both implemented and planned to be implemented. The report on the activities also seems particularly important from the point of view of the tasks facing the supervisory board ( Figure 2 ). Mitigating the information asymmetry between the management board and the supervisory board and the capital providers is crucial because, as pointed out in the literature, these entities belong to the most important components of the mechanism of control over a publicly listed company 18 .
THE REPORT ON THE ACTIVITIES AS A SOURCE OF INFORMATION FOR CAPITAL PROVIDERS AND OTHER STAKEHOLDERS
The scope of information disclosed in the report of the activities in the case of public companies listed on the Warsaw Stock Exchange stems from three main sources of regulation: The Accounting Act of 29 The information content of the report on the activities should, in accordance with the guidelines of the International Accounting Standards Board, be in the first place tailored to the information needs of capital providers. The potential information needs of entities which provide capital to the company should constitute the main premise while preparing the report on the activities.
The report on the activities and financial statements serve as accountability, understood as the fact that the management board accounts for the effectiveness of management of entrusted assets towards owners and other authorized entities 19 . The National Accounting Standard No. 9 states that the report on the activities is to help managers to account for their actions. Importantly, the report on the activities stands out from other nonfinancial reports by fact that it is expected that it will have the same quality characteristics as the financial statements. In addition, as already indicated, the report on the activities and the financial statements take into account in particular the information needs of capital providers. Publicly listed companies are increasingly presenting information beyond the statutory requirements in their reports on the activity. The strategy of the company is an illustration of such disclosures (Table 1) . In the years from 2013 to 2020 the company assumes the implementation of the following strategic objectives, to wit:  To complete the investment aimed at doubling the production capacity of the mine to approx. 11.5 million tons of commercial coal in 2015.  Additional investments in the modernization of the shaft 1.5 in Nadrybie which will allow an increase in net capacity to approx. 12 million tons in 2018. 
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Information on the strategy seems to be particularly valuable in terms of supervisory process.
The guidelines of the Directive of the European Parliament and of the Council 2014/95/EC of 22 December 2014, which are to be implemented in the legal systems of EU member states by the end of 2016, extend the scope of the report on the activities with information on, e.g., environmental matters, employee-related matters, gender equality, respect for human rights, and the fight against corruption and bribery. The Directive explicitly extends the perspective of the report on the activities from the perspective focused on capital providers on the perspective of stakeholders.
The importance of the report on the activities from the point of view of meeting the information needs of capital providers and other stakeholders has been confirmed empirically. In 2009, the results of studies conducted in Europe were published. The studies concerned expectations of capital providers as to the form and scope of information provided to them by companies 20 . The survey sample consisted of capital providers (lenders, shareholders), analysts, and other users of financial information. 21 Almost all respondents said that the financial statements and the report on the activities are the most useful sources of financial information. 22 The survey results indicate that among all reports (including financial statements) presented by companies the report on the activities to the greatest extent provides relevant information from the point of view of decision-making. Almost all respondents answered that they are fully satisfied with regard to the financial information contained in financial reports. The financial information contained in the report on the activities was satisfactory for 72% of respondents (including 50% of lenders and 71% of investors). 23 Respondents proposed the following improvements in financial and non-financial reporting (1) more / better information about the risk management process, (2) more better quality of prospective financial information, (3) to highlight the trends concerning the growth of the entity and its profitability, (4) more information regarding analysis of competitiveness, (5) to improve information regarding business segments. These improvements in the report on the activities are expected by 48% of respondents (including 25% lenders and 67% investors) 24 . The results of research conducted in Poland by J. Krasodomska among financial analysts indicate that the report on the activities is the most important source of non-financial information for this professional group. Especially useful for analysts is information re- 20 The survey was conducted on behalf of two organizations -the Conseil National de la Comptabilité (CNC) and the European Financial Reporting Advisory Group (EFRAG). 21 The study involved 32 respondents from 10 European countries (including one from Poland). 22 For 25% of respondents the press provides useful financial information, for 31% of respondents important source of information are economic studies, while for 42% of respondents the information derived from the market. 23 The respondents from the UK were the exception, they ranked the management commentary (report on the activities) higher than the financial statements. 24 The needs of users of financial information. A user survey, Pro-Active Accounting Activities in Europe, The Conseil National de la Comptabilité and EFRAG 2009.
garding the future development of the entity. The results obtained by J. Krasodomska indicate further that the analysts expect a wider range of information than is currently published 25 .
THE SUPERVISORY BOARD TO GUARD THE RELIABILITY OF THE RE-PORT ON THE ACTIVITIES
Over the last decade, supervisory boards have become an extremely important link in improving the model of disclosures and increasing the reliability of the information disclosed by companies (PwC 2015). In Poland, since 2009, supervisory boards have been required to ensure the reliability of the report on the activities (and the financial statements). This issue is governed by two acts, i.e., the Accounting Act and the Commercial Companies Code.
In accordance with the Accounting Act, the supervisory board is obliged to ensure that the report on the activities (and the financial statements) are in line with the provisions of this Act. 26 For damage resulting from non-fulfilment of these duties, they are jointly and severally liable towards the company. 27 Commercial Companies Code, in turn, requires the supervisory boards to evaluate reports on the activities (and the financial statements) with respect to their compliance with the books, documents, and the actual state. 28 And thus the management board has responsibility for drafting the report on the activities and financial statements, and the supervisory board -through its supervisory activities -ensures their reliability. It seems important to examine what the supervisory activities consist of. This issue is determined by the organization of work of the authorities in the company and by the scope of competence of the same supervisory board.
One should remember that the financial statements are a tool for monitoring the effectiveness of the strategy; hence the information contained therein is a sort of information feedback for supervisory board members. It can therefore be assumed that the supervision over the financial statements is done ex post. In the case of the report on the activities the actions of supervisory boards includes two levels of supervision, i.e., ex post and ex ante. The supervisory board controls the credibility of disclosures on the current financial situation and the achievements of the entity, its changes and the reasons for these changes. It seems that the tasks of the supervisory board should also include the control of the reliability of plans disclosed in the report on the activities (Figure 3 ). One should keep in mind that the credibility of the financial statements and reports on the activities is determined by the reliability of the entire accounting system. This reliability can be ensured, among others, by expeditious internal control and risk management systems in relation to financial reporting purposes. Disclosures on this subject should be included in the report on the activities. 29 
PARTICIPATION OF SUPERVISORY BOARDS IN FORMULATING COM-PANY PLANS AND STRATEGIES AND SUPERVISION OVER THE RE-PORT ON THE ACTIVITIES
In today's economic reality supervisory boards not only control the reliability of disclosures on e.g., management board plans, but they themselves shape these plans, which is one of the dimensions of the supervision over the report on the activities. It should be noted that disclosing information concerning future raises some doubts. Firstly, prognostic information is burdened with large uncertainty and secondly, disclosure of information about the company's plans involves the risk of losing competitive advantage 30 . 29 For several years, publicly listed companies have been required to disclose in their reports on the activities the report on the main features of their internal control and risk management systems in relation to financial reporting. 30 According to A. Opalski, "the supervisory board should assist the management board in setting the company's objectives and determining the method of their implementation, therefore, act as institutional advisor and management board's partner. Advisory is a particular manifestation of the supervision and strengthens its effectiveness" 31 . T. Kulesza aptly notes that the advisory effectiveness of the role of the supervisory board depends, inter alia, on the identification of the supervisory board members with the mission of the company, as well as on the knowledge of the strategy and objectives of the company 32 . It should be noted, however, that "the main task of the supervisory board is not to propose and develop the strategy, but to shape it by assessing and giving opinions on the appropriateness of the management board's guidelines. This assessment should not take precedence over the management board's position" 33 . It is also important that the areas of activities of the two bodies do not overlap. It seems that the supervisory board could act as a "visionary of the long-term strategy of the company." In this way the supervisory board members would control the strategic areas of actions of the entity, actively participating in them (at the same time overseeing operating activities). The essence of this model would consist in the fact that the supervisory board together with the management board would create a long-term framework for the operation of the enterprise within which the management board would carry out day-today management of the company. In this way the potential of both corporate bodies would be best used 34 . The participation of members of the supervisory board in strategic management takes on new meaning at a time when this management area ceased to be merely a theoretical concept, but has become the constant component of business management.
The involvement of supervisory boards in formulating the company's strategy has been confirmed by provisions of reports on the activities of supervisory boards (which are part of the management board's report on the activities) ( Table 2 ). More than 66% of companies within the Warsaw Stock Exchange WIG 30 index presented in their supervisory boards' reports the activities related to strategic management. Importantly, 30% of publicly listed companies within the WIG 30 have supervisory board committees on strategy. 35 
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J. Gad Table 2 . Excerpts from supervisory board reports on the activities in companies listed on the Warsaw Stock Exchange (2013).
Company name
The actions of supervisory boards related to the strategic management process. 
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Company name
The actions of supervisory boards related to the strategic management process. Source: Author's own compilation.
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Reports on the activities of supervisory boards indicate that they act as opinionforming as regards the company's strategy. With regard to the involvement of supervisory boards in formulating strategies the reports demonstrate such wordings as: approval, evaluation, review, giving opinions, monitoring, examining, and consulting.
It seems that the model of cooperation between the supervisory board and management board presented in this paper in respect of the strategy works in the practice of public companies.
CONCLUSIONS
The report on the activities is an important tool of corporate governance. It constitutes one of the main sources of information for shareholders and other stakeholders. The report on the activities presents information which is to help the Management Board to account for its actions. In this report, the management board reveals information about events, decisions and factors which may have a significant impact on the future of the entity; in particular, it is important to determine the entity's objectives and the risks and threats to their implementation. It also provides information on the effectiveness of the use of capital by the Management Board and on the plans related to the use of this capital. The process of enlarging reports on the activities with additional disclosures on e.g., corporate social responsibility makes this report an important source of information for a wide range of stakeholders. The report on the activities also allows shareholders and other stakeholders to better understand the financial statements.
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The report on the activities seems to play a special role in the supervision carried out by supervisory boards. The report is an expression of a consensus obtained between the Supervisory Board and the Management Board regarding e.g., the strategy of the entity. As noted by A. Opalski "the history of supervisory board is a history of breaking by the legislator the original model of integrating managerial functions and supervisory functions in one body. In recent years, however an opposite trend can be observed aimed at ensuring closer cooperation between the supervisory board and the management board. The supervisory board is to be an advisor and management board's partner, and wider participation in shaping the company's strategy is to make supervision more effective." 36 Importantly, while controlling the content of the report on the activities the supervisory board executes both an ex post and ex ante supervision. It checks the compliance of disclosures both with the actual financial situation and assesses the reality of plans and intentions mentioned in the report.
It should be noted that the report on the activities involves certain risk. Due to its form it is difficult to guarantee that all information contained therein will be consistent with reality. The management may be tempted to expose the positive side of the company's operations in the activity report and ignore or present the risks and hazards associated with these activities to a limited extent. In addition, the report provides prognostic data that are difficult to verify. It seems that committing the statutory auditors to assess the conformity of the information contained in the report on the activities with the actual situation of the company, coupled with the control exercised by the supervisory boards will increase its credibility.
